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THE  BOND  ISSUES 

TO  BE  VOTEX)  UPON  APRIL  7.  1914 


To  the  Voters  of  Chicago  and  of  Cook  County: 

At  the  election  of  April  7  next  the  voters  of  Chicago 
and  of  Cook  County  are  to  approve  or  reject  .bond  issues 
of  the  City  and  County  totaling  $8,700,000. 

The  specific  bond  propositions,  six  in  number,  each  of 
which  is  to  be  voted  upon  separately,  are  as  follows : 

1.  For  the  issuance  of  bonds  for  the  pur- 
pose of  acquiring  the  necessary  sites 
and  constructing  buildings  for  the  Fire 
Department  of  the  City  of  Chicago. .  .$1,000,000 

2.  For  the  issuance  of  bonds  for  the  pur- 
pose of  acquiring  the  necessary  sites 
and  constructing  buildings  for  the  Po- 
lice Department  of  the  City  of  Chicago .  2,500,000 

3.  For  the  issuance  of  bonds  for  the  pur- 
pose of  constructing  a  contagious  dis- 
ease hospital  and  of  acquiring  the  nec- 
essary sites  and  constructing  other 
buildings  for  the  Health  Department  of 
the  City  of  Chicago 470,000 

4.  For  the  issuance  of  bonds  for  the  pur- 
pose of  paying  and  discharging  judg- 
ments against  the  City  of  Chicago 380,000 

5.  For  the  issuance  of  bonds  for  the  pur- 
pose of  acquiring  and  improving  bath- 
ing beaches  in  and  for  the  City  of  Chi- 
cago       350,000 

6.  For  the  issuance  of  bonds  of  the  County 
of  Cook  for  the  purpose  of  erecting  new 

I  public  buildings  for  the  Cook  County 
Hospital  and  for  branch  County  Hos- 
'" *■""■"" 


4  Chicago  Bureau  of  Public  Efficiency. 

As  a  citizen  agency  whose  special  business  it  is  to  ex- 
amine the  expenditures  of  the  various  local  governing 
bodies  of  this  community  and  to  issue  reports  thereon 
from  time  to  time  for  the  information  of  the  public,  the 
Chicago  Bureau  of  Public  Efficiency  is  of  the  opinion 
that  the  foregoing  propositions  for  $470,000  for  build- 
ings for  the  Health  Department  and  for  $350,000  for  the 
acquisition  and  improvement  of  bathing  beaches,  respe(>- 
tively,  should  be  approved,  and  that  each  of  the  other 
propositions  should  be  defeated. 

EMERGENCY  BONDS  OF  1913  NOT  ALL  SOLD. 

In  April,  1913,  the  voters  of  Chicago  approved  a  bond 
issue  of  $2,880,000  for  general  corporate  purposes.  The 
reason  given  for  asking  the  voters  to  approve  these 
bonds  last  April  was  that  it  was  feared  that  a  decision 
of  the  Supreme  Court  of  Illinois  as  to  the  Juul  (tax)  law 
had  so  seriously  depleted  the  City's  revenues  that  it 
would  not  have  sufficient  working  capital.  The  City 
authorities  were  doubtless  justified  in  making  such  pro- 
vision against  what  then  seemed  a  real  danger.  How- 
ever, at  the  close  of  the  last  fiscal  year  (December  31, 
1913),  only  $696,000  of  these  bonds  had  in  fact  been 
issued.  All  danger  from  the  Juul  law  decision  had  then 
passed  and  the  financial  affairs  of  the  City  were  in  a 
normally  healthy  condition.  At  the  beginning  of  the 
present  fiscal  year,  therefore,  the  City  had  available  the 
unissued  balance  of  these  bonds  amounting  to  $2,184,000. 
It  had,  also,  in  cash  and  unanticipated  taxes  of  1913  to  be 
collected  in  1914,  a  surplus  of  $2,583,426.94  in  excess  of 
all  of  its  current  liabilities. 

The  emergency  which  threatened  at  the  time  these 
bonds  were  asked  for  in  1913  made  it  necessary  that  they 
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should  be  approved  by  the  voters  for  general  **  corporate 
purposes."  They  may  now,  therefore,  be  sold  at  any 
time  and  their  proceeds  .be  used  for  current  municipal 
expenses  if  the  City  authorities  yield  to  the  very  natural 
pressure  which  such  a  possibility  creates.  Now  that  the 
threatened  emergency  has  passed,  these  bonds  are  a 
constant  invitation  to  wasteful  expenditure.  This  is 
aptly  illustrated  by  the  fact  that  the  City  Council  has 
appropriated  for  the  current  year  the  gross  sum  of 
$29,333,317.80  from  the  corporate  fund,  while  the  Comp- 
troller estimates  the  total  revenues  for  that  fund  (in- 
cluding the  surplus  of  $2,583,426.94  and  the  proceeds  of 
the  $2,184,000  of  unsold  bonds)  at  $25,562,636.41.  These 
appropriations  for  1914  exceed  the  estimated  income  of 
the  City  for  the  current  year  by  $5,600,943.  It  is  doubt- 
less true  that  many  large  appropriations  have  been  made, 
as  in  previous  years,  for  items  that  are  not  expected  to 
be  expended.  Any  other  assumption  would  place  the 
Council  in  the  position  of  having  appropriated  a  part, 
at  least,  of  the  proceeds  of  the  $2,880,000  bond  issue  for 
ordinary  current  expenses, — ^a  purpose  for  which  bonds 
should  be  used  only  when  there  is  an  actual  emergency 
which  cannot  be  otherwise  met. 

The  Bureau  believes  that  the  $2,184,000  of  bonds  which 
remained  unissued  December  31,  1913,  should  be  sold 
and  the  proceeds  thereof  used  for  the  building  of  police 
and  fire  stations. 
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THE  PROPOSED  POLICE    DEPARTMENT  BONDS. 

Of  the  $2,500,000  bond  issue  now  proposed  for  build- 
ings for  the  Police  Department,  it  is  intended  to  use 
$1,340,000  for  a  central  police  headquarters  and  the  re- 
maining $1,160,000  for  building  outlying  police  stations, 
some  of  which  will  replace  existing  stations. 

As  a  general  principle,  these  smaller  police  stations 
are  not  properly  objects  for  which  .bonds  should  be  is- 
sued. They  should  be  built  from  year  to  year,  as  they 
may  be  needed,  out  of  ordinary  corporate  revenues. 
Many  of  the  existing  stations  should  have  been  replaced 
long  ago  in  that  manner.  Notwithstanding  this,  there 
can  be  no  doubt  that  the  interests  of  humanity  alone 
make  it  imperative  that  the  shameful  physical  conditions 
now  found  at  some  of  the  older  police  stations  shall  be 
remedied  at  once,  and  the  Bureau  is  opposed  to  this  bond 
issue,  so  far  as  it  relates  to  such  stations,  only  on  the 
ground  that  there  are  now  available  funds  with  which 
to  replace  them. 

Not  all  of  the  stations  proposed,  however,  are  de- 
manded by  immediate  necessities  and  the  building  of 
such  of  them  as  are  not  now  urgently  needed  should  be 
deferred  and  provided  for  out  of  the  ordinary  corporate 
revenues  of  future  years. 

The  building  of  a  central  police  headquarters  is  a 
matter  which  the  City  authorities  have  had  under  con- 
sideration for  a  number  of  years  but  it  presents  no  such 
urgency  as  to  justify  the  approval  of  so  large  a  bond 
issue  as  is  now  proposed.  Action  with  regard  to  such 
a  building  should  be  deferred  until  the  more  pressing 
necessities  in  connection  with  existing  stations  have  been 
taken  care  of.    If  the  City  authorities  shall  then  find 
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that  a  bond  issue  is  needed  to  provide  adequate  police 
quarters  in  the  central  district,  the  question  of  issuing 
such  bonds  should  .be  submitted  separately  to  the  voters 
for  approval  or  rejection. 

THE  PROPOSED  FIRE  DEPARTME^4T  BONDS. 

Improvements  such  as  it  is  proposed  to  make  with 
the  proceeds  of  the  $1,000,000  bond  issue  requested  for 
the  Fire  Department  are  not  proper  objects  for  the  is- 
suance of  bonds.  Like  police  stations,  fire  stations 
should  be  provided  from  year  to  year,  as  needed,  out 
of  ordinary  revenues.  The  Bureau  recognizes  that,  be- 
cause adequate  provision  has  not  in  fact  been  made  for 
such  stations  in  the  past,  a  large  fund  will  be  required  in 
order  to  provide  the  department  with  much  needed  build- 
ings, but  it  .believes  that  the  necessary  money  can  be 
secured  without  resorting  to  a  new  bond  issue. 

THE  PROPOSED  JUDGMENT  FUNDING  BONDS. 

As  for  the  bonds  which  it  is  proposed  to  issue  for  the 
payment  of  judgments,  it  is  bad  policy  to  encourage  this 
method  of  meeting  liabilities  which  should  really  be  paid 
out  of  current  revenues.  Personal  injury  claims,  for  in- 
stance, are  and  should  be  regarded  as  current  expenses. 
If  there  are  judgments  that  grow  out  of  contracts  for 
permanent  improvements,  these  can  be  paid  by  means  of 
the  bonds  already  authorized.  To  pay  other  judgments 
out  of  .bond  proceeds  is  merely  to  encourage  litigation 
in  order  to  make  current  funds  available  for  other  pur- 
poses. 
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THE  RECOMMENDATIONS  OF  THE  BUREAU. 

The  Bureau  is  of  the  opinion  that  the  proceeds  of 
bonds  heretofore  authorized  but  which  had  not  been 
issued  prior  to  January  1,  1914,  will  be  adequate  to  pro- 
vide for  these  judgments  and  for  such  Police  and  Fire 
Department  buildings  as  are  urgently  needed  at  this 
time.  It  is  unwise  for  the  people  to  authorize  new  bonds 
for  these  particular  purposes  until  present  revenues  and 
.bonds  are  properly  utilized. 

The  Bureau,  therefore,  advises  the  voters  to  defeat 
the  proposed  bond  issues  for  Police  and  Fire  Department 
buildings  and  for  judgment  funding  on  the  ground  that 
the  money  with  which  to  make  the  proposed  improve- 
ments for  which  the  need  is  most  imperative  can  and 
should  be  provided  from  the  proceeds  of  bonds  hereto- 
fore authorized  but  not  issued.  The  Bureau  recom- 
mends that  the  voters  approve  the  bond  issues  of 
$350,000  for  the  bathing  beaches  and  of  $470,000  for  the 
contagious  disease  hospital  and  other  buildings  for  the 
Health  Department  because,  in  the  main,  they  are  im- 
provements for  which  .bonds  may  properly  be  issued  and 
because  of  their  important  bearing  upon  the  preservation 
of  the  public  health. 

THE  CITY'S  CURRENT  SURPLUS. 

In  recommending  that  the  proceeds  of  the  $2,184,000 
general  corporate  bonds  unissued  December  31,  1913,  be 
used  for  making  the  improvements  indicated,  the  Bureau 
has  not  overlooked  the  fact  that  the  voters  were  asked 
to  approve  the  issuance  of  those  bonds  for  the  purpose  of 
restoring  to  the  surplus  or  working  capital  fund  of  the 
City  the  loss  in  1912  taxes  which  it  had  sustained  through 
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the  Juul  law  decision.  The  Bureau  is  of  the  opinion, 
however,  that,  as  shown  by  the  following  analysis,  the 
status  of  the  City's  current  finances  has  so  changed 
since  these  bonds  were  approved  that  there  is  no  longer 
any  necessity  of  using  them  for  the  purpose  for  which 
they  were  originally  intended. 

For  a  number  of  years  the  current  assets  of  the  City 
of  Chicago  (made  up  largely  of  available  cash,  tax  col- 
lections which  have  not  been  realized  upon  through  the 
medium  of  anticipation  tax  warrants,  and  miscellaneous 
accounts  receivable)  have  exceeded  its  current  liabilities, 
consisting  principally  of  outstanding  warrants  and  ac- 
crued interest.  The  amount  of  this  surplus  at  the  close 
of  each  fiscal  year  since  1900,  as  shown  by  the  annual 
reports  of  the  Comptroller,  is  set  forth  in  the  following 
table: 

December  31,  1901 $1,198,488.90 

December  31,  1902 1,533,103.59 

December  31,  1903 75,062.86 

December  31,  1904 218,503.51  (deficit) 

December  31,  1905 889,872.90 

December  31,  1906 4,274,971.43 

December  31,  1907 2,681,924.51 

December  31,  1908 2,554,875.79 

December  31,  1909 1,958,533.25 

December  31,  1910 3,798,616.11 

December  31,  1911 3,909,966.49 

December  31,  1912 1,454,168.66 

December  31,  1913 4,767,426.94  *  f 


*  Not  yet  published. 

t  Includes  $2,184,000  unsold  corporate  bonds. 
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The  figures  for  some  of  the  years  in  the  foregoing  table 
appear  to  include  proceeds  of  .bond  issues,  but  the  Bureau 
has  not  undertaken  to  analyze  this  feature,  except  for 
the  year  1913.  The  purpose  of  the  table  is  to  show  what 
in  fact  has  been  the  annual  surplus  for  each  of  the  years 
indicated. 

The  current  assets  shown  on  December  31,  1912,  in- 
cluded approximately  $610,000  of  worthless  accounts, 
which  during  1913  were  transferred  to  contingent  asset 
accounts,  so  that  the  real  surplus  at  the  end  of  the  fiscal 
year  1912  was  approximately  only  $840,000,  instead  of 
$1,454,168.66  as  shown  by  the  Comptroller's  report.  This 
surplus  of  approximately  $840,000  was  further  increased 
during  the  year  1913  as  follows : 

Surplus  (approximate) 
Jan.  1,  1913 $  842,682.38 

Eealized  from  the  sale  of 
corporate  bonds  auth- 
orized in  April,  1913 . . .      696,000.00 

Excess  of  ordinary  rev- 
enue over  ordinary  ex- 
penditures during  1913.  1,044,744.56 


Surplus  December  31,  1913,  (not 
including  unsold  corporate 
bonds)    $2,583,426.94 

Corporate  bonds  (issue  of  $2,880,- 
000)  authorized  but  unsold  De- 
cember 31,  1913 2,184,000.00 

Total  surplus  (excess  of  current 
assets  and  unsold  bonds  over 
current  liabilities)  December  31, 
1913    $4,767,426.94 

As  shown  by  the  above  statement,  at  the  beginning  of 
the  fiscal  year  1913,  the  working  balance  of  the  City  was 
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approximately  only  $840,000.  During  the  year  about 
$700,000  more  was  added  to  the  fund  from  the  sale  of 
bonds.  Thus,  in  1913  a  fund  of  approximately  $1,500,000 
provided  sufficient  working  capital.  The  amount  of  busi- 
ness transacted  by  the  City  during  1913  was  about 
normal,  and  representatives  of  the  Bureau  are  informed 
that  no  embarrassment  was  experienced  in  carrying  on 
City  affairs  with  the  fund  thus  available.  It  is  interest- 
ing to  note,  moreover,  that  the  City  was  not  only  able  to 
transact  its  business  without  embarrassment  on  this  lim- 
ited amount  of  capital,  but  that  during  1913  it  actually 
loaned  $188,000  of  this  surplus  to  the  bathing  beach  fund. 

As  shown  by  the  above  statement,  also,  the  City  ad- 
ministration succeeded  during  1913  in  keeping  the  ordi- 
nary expenditures  more  than  $1,000,000  below  the  ordi- 
nary revenues  so  that  for  use  in  1914  it  has  a  surplus 
fund  of  $2,583,426.94  without  issuing  the  $2,184,000  of 
corporate  bonds  which  remained  unsold  at  the  beginning 
of  the  year. 

It  is  frequently  contended  that,  since  the  City  can 
realize  by  means  of  anticipation  tax  warrants  only  three- 
fourths  of  its  income  from  taxation  for  any  current 
year,  it  is  necessary  to  maintain  a  surplus  or  balance  of 
working  capital  equivalent  to  at  least  the  remaining  one- 
fourth  of  its  total  revenue  from  taxation,  or  about 
$3,000,000.  While  the  foregoing  contention  may  seem 
plausible,  a  little  study  of  the  manner  in  which  the  finan- 
cial affairs  of  the  City  are  administered  will  disclose  that 
a  fund  of  considerably  less  than  $3,000,000  is  sufficient 
for  the  purpose  of  providing  merely  a  working  balance. 
This  was  clearly  demonstrated  in  1913  when  the  fund 
available  was  actually  less  than  $1,500,000. 

During  1907  the  surplus  was  about  $2,700,000;  in  1908 
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it   was    about   $2,550,000;    and   in    1^9   it   was    only 
$1,950,000. 

The  Bureau  is  of  the  opinion  that  the  surplus  of 
$2,583,426.94  which  the  City  had  on  January  1,  1914,  is 
ample  for  the  purpose  of  carrying  on  its  business  and  of 
providing  for  all  ordinary  emergencies,  and  that  there  is, 
therefore,  no  occasion  for  increasing  this  surplus  through 
the  further  sale  of  corporate  .bonds.  Since  the  beginning 
of  the  present  fiscal  year,  however,  the  City  authorities 
have  continued  to  convert  its  unsold  corporate  bonds  in- 
to cash  with  the  result  that  the  proceeds  may  be  used  for 
ordinary  current  expenses  or  may  be  held  to  maintain 
an  unnecessarily  large  surplus  upon  which  it  is  receiv- 
ing 21  per  cent  interest  from  the  banks  and  is  paying  4 
per  cent  interest  to  the  bond  holders.  As  hereinbefore 
pointed  out,  moreover,  these  bonds  or  their  proceeds  are 
a  constant  invitation  to  wasteful  expenditure.  The  City 
should  live  within  its  income  so  far  as  ordinary  expenses 
are  concerned  and  the  proceeds  of  the  bonds  which  had 
been  authorized  but  not  issued  on  January  1,  1914, 
amounting  to  $2,184,000,  should  be  used  for  building  the 
police  and  fire  stations  now  needed. 

THE  CITY'S  MARGIN  OF  BORROWING  POWER. 

In  this  connection  the  Bureau  desires  to  direct  the  at- 
tention of  the  voters  to  the  fact  that,  if  all  the  bonds  here- 
tofore authorized  shall  be  issued  and  if  the  pending 
propositions  shall  be  approved,  the  City  will  be  within 
about  $7,500,000  of  the  limit  upon  its  power  to  incur  in- 
debtedness. Because  of  the  importance  of  having  in  re- 
serve the  power  to  borrow  to  meet  emergencies,  the  City 
should  hesitate,  except  for  very  good  reasons,  to  put  out 
more  bond  issues  when  it  is  so  near  the  limit  of  indebted- 
ness. 
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THE  COUNTY  BOND  ISSUE. 

So  far  as  the  county  hospital  is  concerned,  the  Bureau 
is  clearly  of  the  opinion  that  the  voting  of  additional 
honds  should  .be  postponed  until  after  the  election  of 
next  fall,  when  a  new  County  Board  is  to  be  chosen.  The 
Bureau  believes  that  the  welfare  of  the  County's  wards 
is  likely  to  be  best  served  in  the  long  run  if  the  spending 
of  the  proceeds  of  a  $4,000,000  bond  issue  is  not  en- 
trusted to  the  eight  commissioners  now  constituting  a 
majority  of  the  County  Board. 

Chicago  Btjreatt  op  Publio  EpFiciEircY, 
Hakbis  S.  Keelee, 

Director. 

Chicago,  March  30, 1914. 
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PRIOR  PUBLICATIONS. 


Method  of  Preparing  and  Administering  tbe  Budget  of  Oook  Oonntj, 
Illinois.      January,  1911. 

Proposed  Purchase  of  Voting  Machines  hy  the  Board  of  Election 
Commissioners  of  the  Oity  of  Chicago.  May,  1911.  (Out  of 
Print.) 

Street  Pavement  Laid  in  the  Oity  of  Chicago:  An  Inanlry  Into 
Paving  Materials,  Methods  and  Besults.  June,  1911.  (Out  of 
Print.) 

Electrolysis  of  Water  Pipes  in  the  City  of  Chicago.  July,  1911. 
(Out  of  Print.) 

Administration  of  the  Office  of  Becorder  of  Cook  County,  Illinois. 
September,  1911. 

A  Plea  for  Publicity  in  the  Office  of  County  Treasurer.  October, 
1911.     (Out  of  Print.) 

Bepairing  Asphalt  Pavement:  Work  Done  for  the  City  of  Chicago 
Under  Contract  of  1911.    October,  1911.     (Out  of  Print.) 

The  Municipal  Court  Acts:  Two  Belated  Propositions  Upon  Which 
the  Voters  of  Chicago  Will  Be  Asked  to  Pass  Judgment  at  the 
Election  of  November  7 — ^Vote  No.  October  31,  1911.  (Out  of 
Print.) 

The  Water  Works  System  of  the  City  of  Chicago.  By  Dabney  H. 
Maury.     December,  1911. 

Bureau  of  Streets;  Civil  Service  Commission;  and  Special  Assess- 
ment Accounting  System  of  the  City  of  Chicago.  December, 
1911. 

Administration  of  the  Office  of  Coroner  of  Cook  County,  Illinois. 
December,  1911. 

Administration  of  the  Office  of  SherifT  of  Cook  County,  Ultnols.  De- 
cember, 1911. 

Administration  of  the  Office  of  Clerk  of  the  Circuit  Court  and  of  the 
Office  of  Clerk  of  the  Superior  Court  of  Oook  County,  Illinois. 
December,  1911. 

The  Judges  and  the  County  Fee  Offices.    December  19,  1911. 

General  Summary  and  Conclusions  of  Beport  on  the  Park  Ch>vem- 
ments  of  Chicago,    December,  1911. 

The  Park  Oovemments  of  Chicago:  An  Inquiry  Into  Their  OrgMn- 
ization  and  Methods  of  Administration.    December,  1911. 

Offices  of  the  Clerks  of  the  Circuit  and  Superior  Courts:  A  Supplo- 
mental  Inquiry  Into  Their  Organization  and  Methods  of  Admin- 
istration.   November,  1912. 

Administration  of  the  Office  of  the  Clerk  of  the  County  Court  of 
Cook  County,  Illinois.    November,  1912. 

Office  of  Sheriff  of  Cook  County,  Illinois:  A  Supplemental  Inquiry 
Into  Its  Organization  and  Methods  of  Administration.  Novem- 
ber, 1912. 

Growing  Cost  of  Elections  in  Chicago  and  Oook  County.  December 
80,  1912. 

The  Voting  Machine  Contract.  A  Protest  Against  Its  Becognitlon 
In  Any  Form  by  the  City  Council  of  the  City  of  Chicago.  Jan- 
uary 1,  1918. 

The  Office  of  the  County  Treasurer  of  Cook  County,  Illinois.  An 
Inquiry  into  the  Administration  of  Its  Finances  with  Special 
Beference  to  the  Question  of  Interest  on  Public  Funds.  No- 
vember, 1913. 

The  Nineteen  Local  Governments  in  Chicago.     December,  1913. 
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